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Geographically located in the central portion of the United
States, Illinois is a diverse state that covers almost 56,000
square miles of land.  Many of Illinois’ approximately 12
million inhabitants live in urban areas, although there is a
strong rural presence in the state as well.  Nearly one-fourth
or approximately 2.8 million of the state’s residents live in
Chicago, the third largest city in the country.  Five other
municipalities including Rockford, Aurora, Naperville,
Peoria and the state’s capitol of Springfield have populations
in excess of 100,000 with another 20 municipalities popula-
tions estimated to be in excess of 50,000.

The framework of government for Illinois and its 12 million
residents is set forth by the Constitution.  Since joining the
Union in 1818, Illinois government has evolved through
four Constitutions.  The current Constitution, adopted and
ratified in 1970, recognized three main branches of state
government.  The Executive Branch has six elected officers:
a Governor, Lieutenant Governor, Attorney General,
Secretary of State, Comptroller, and Treasurer.  The
Legislative Branch includes two chambers, a Senate with
one senator from each of the 59 Senate districts, and a House
of Representatives with one representative from each of the
118 House districts. The Judicial Branch consists of a seven-
member Supreme Court, Appellate Courts in five judicial
districts and Circuit Courts in twenty-two judicial circuits.

Responsibility for the bulk of day-to-day operation of state
government and its programs resides in the executive
branch, with the Governor overseeing the largest portion.
Under the purview of the Governor are twenty-three major
departments including Human Services, Transportation,
Public Aid, and Revenue.  There are also approximately
forty-five other agencies, and over one hundred miscella-
neous boards and commissions under the jurisdiction of the
Governor.  In addition, the other six elected officers under
the executive branch oversee their respective agencies.  State
government agencies combined directly employ approxi-
mately 90,000 persons.  The Departments of Human
Services (20,237), Corrections (16,215) and Transportation
(7,974) account for nearly half of all direct government
employees.

Oversight of the elementary and secondary education sys-
tem in Illinois is the responsibility of the State Board of
Education whose nine members are appointed by the
Governor, with the consent of the Senate.  The Board sets
state educational policies and guidelines for schools, with
local school boards administering educational services
throughout 896 school districts.  In fiscal year 2000, more
than two million public school children were instructed by
nearly 123,000 teachers throughout Illinois.

The 15-member Board of Higher Education plans and coor-
dinates higher education policy for all sectors of Illinois
Higher Education.  Administration of Illinois’ public univer-
sities and community colleges is conducted by ten boards
including: the Boards of Trustees of the University of
Illinois, Southern Illinois University, Chicago State
University, Eastern Illinois University, Governors State
University, Illinois State University, Northeastern Illinois
University, Northern Illinois University, Western Illinois
University, and the Community College Board.
Approximately 735,000 students were instructed by 51,728
faculty during the 2000 fiscal year.

In addition to education, medical assistance and highway
maintenance and construction are the largest state programs.
The Department of Public Aid’s Division of Medical
Programs administers the state’s Medicaid and KidCare pro-
grams with more than 1.3 million people in Illinois covered
by Medicaid health services.  The Department of
Transportation administers the state’s highway program
through nine district offices with responsibility for the state’s
17,000-mile state highway system.

Total state spending for these major programs and all other
operations of state government in fiscal year 2000 was $61.3
billion or approximately $5,050 for every person in Illinois.
Total state revenues for the year were $62.1 billion with
income taxes ($9.8 billion), sales taxes ($9.0 billion) and
federal revenues ($9.0 billion) as the largest sources.  The
largest functions of spending included General Government
($27.4 billion), Health and Social Services ($12.3 billion)
and Education ($11.3 billion).
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Fiscal year 2000 was another strong year for the Illinois
economy with healthy increases in employment and person-
al income. The Illinois unemployment rate averaged 4.3%
during the year, the fourth consecutive fiscal year that the
average Illinois unemployment rate has been below 5.0%.
Illinois’ non-agricultural employment averaged 5.985 mil-
lion workers in fiscal year 2000. This was an increase of 50
thousand jobs or 0.8% over fiscal year 1999 employment.
Illinois has now experienced eight consecutive years of
employment growth. During this period, Illinois has added
770 thousand non-agricultural jobs (a 14.8% increase).

A more comprehensive measure of Illinois’ economic per-
formance is the increase in state personal income adjusted for
inflation. Personal income includes wage and salary income,
income earned by property owners, and transfer payments
such as social security. Illinois personal income adjusted for
inflation grew 1.8% in fiscal year 2000, the ninth consecutive
year this indicator has increased. Nominal personal income
increased 4.7%, which was partially offset by a 2.9%
increase in the consumer price index during the year. Real
Illinois personal income growth moderated during fiscal year
2000 as the increase was less than 2.0% for the first time in
six years. 

The robust performance of the Illinois economy has been
based on a healthy domestic economy as a strong dollar and
continued weakness in farm commodity prices had a nega-
tive impact on Illinois exports. Illinois exports declined 9.1%
between calendar 1998 and calendar 1999 following a 1.3%
prior year decline. Significant declines in the value of manu-
facturing exports were reported for Illinois’ industrial
machinery, electric equipment, transportation equipment,
and instrument industries. Bumper corn and soybean crops
(Illinois ranked second among the states in both corn and
soybean production in 1999) and weak export markets have
held grain prices down, reducing incomes in the Illinois farm
sector and decreasing demand for agricultural supplies, such
as farm equipment, produced in Illinois. 

Fiscal Year 2001 and Beyond
Illinois employment statistics for the first part of fiscal year
2001 continue to be strong as the state unemployment rate
has remained below 4.5% during the first five months of the
fiscal year and November 2000 Illinois non-agricultural
employment was up 47 thousand or 0.8% over its year earli-
er level. However, weakness in the stock market, particular-
ly the correction in high tech stock prices, and a jump in

energy prices indicate that the rate of economic growth may
be slowing down. If the economy finally enters a slow
growth period, a reduction in purchases of discretionary
items such as consumer durables and capital goods might
have a disproportionate impact on Illinois and its Midwest
neighbors where smokestack industries such as autos and
tractors are concentrated. 

Fortunately, the Illinois economy has been able to adapt to
changing economic conditions by taking advantage of its
inherent strengths as well as expanding its information and
knowledge infrastructures to meet the demands and opportu-
nities posed by advances in information technology. Illinois’
central location has long made it the transportation hub for
the nation. As rapidly decreasing communications costs
make communications access a key condition for participat-
ing in the information revolution, a second Illinois goal is to
make Illinois a communications hub of the nation. Through
expanding private networks and the state financed Century
Network linking educational institutions throughout the state,
Illinois is moving toward an environment where high quality
information links are universally available in Illinois for edu-
cational, job training, commercial, and industrial purposes. 

Illinois is already a major center for scientific research.
Illinois is home to major government research laboratories
such as the Argonne National Laboratory and the Fermi
National Accelerator Lab, major private corporate research
labs, several large private research universities and the state’s
network of nine public universities which includes the
National Center for Supercomputing Applications at the
University of Illinois. Illinois has developed an active ven-
ture capital market with $1.5 billion provided to Illinois start-
ups during fiscal year 2000, up from $447 million in fiscal
year 1999. Illinois has also created a business environment
through the creation of research parks and business incuba-
tors that will encourage the in-state commercialization of
discoveries made by researchers at these organizations. 

Business start indicators show how new businesses in Illinois
are taking advantage of these opportunities. Illinois’ well-
educated labor force and an exceptional infrastructure have
always made it an excellent location for the establishment of
new businesses. The 1999 Dun and Bradstreet survey of U.S.
business starts identified 5,674 business starts in Illinois with
employment of 36,775 jobs. Of these new businesses, 411 or
7.2% (with 4,186 jobs) were in the information technology
sector which comes close to matching the national average of
7.1% of new businesses in information technology. 
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Fiscal year 2000 marked the eight straight improvement in
the state’s General Funds budgetary balance (measured on a
cash basis) as the balance rose from a $503 million surplus
in fiscal year 1999 to a $777 million surplus in 2000—the
fourth positive budgetary balance in a row and the highest
on record.  However, the state’s General Fund GAAP bal-
ance fell, from a $303 million deficit in 1999 to a $315 mil-
lion deficit in 2000.  This marks the second consecutive drop
in the GAAP balance following five years of improvement.

The cash-basis improvements were due in part to the con-
tinued strength of the economy, as Illinois’ General Funds
saw an increase of $1.576 billion or 7.3% in revenue for fis-
cal year 2000.  This is the second largest dollar increase on
record.  Between them, personal income and sales taxes
grew $878 million and accounted for 55.7% of the total rev-
enue increase.  Some of the year’s annual revenue growth
was also due to one-time factors such as the annualization of
last year’s liquor tax increase and a large one-time corporate
income tax payment.

The factors that determine the GAAP balance include
accrued liabilities payable from future year appropriations.
One of the largest components of those liabilities is Section
25 deferrals.  After falling substantially from 1995 through
1997, Section 25 deferred liabilities increased in each of the
last three years, reaching $752 million in 1998, $894 million
in 1999, and $1.075 billion in 2000 - the first time since
1995 that these deferrals have exceeded $1.0 billion.  The
$181 million growth in 2000 included a $183 million
increase under the state’s Medicaid program and a $2 mil-
lion decrease under the group health insurance program for
employees, retirees, and their dependents administered by
the Department of Central Management Services.

The fact that the GAAP deficit worsened in fiscal year 2000
for the second consecutive year demonstrates there is room
for improvement.  But in order to improve its fiscal health,
the state faces several challenges.  To keep balances at
acceptable levels and payment cycles under control,
resources must continue to be directed to these purposes.
The ability to allocate resources may be constrained on the
one hand by limited revenue growth and on the other hand
by competing budgetary needs.

Some current economic forecasts are predicting a slowing in
economic growth over the next few years and since revenue
growth generally mirrors the strength of the economy, the
record revenue growth of the past few years may not be

repeated.  In fact, fiscal year 2001 revenues are currently
expected to grow $810 million (compared to $1.576 billion
growth for 2000), including slower growth in personal and
corporate income and sales taxes.

The state’s tax base has also been impacted by various tax
relief measures (also called tax expenditures).  Recently
enacted tax relief includes the second year of a three-year
phase-in of a doubling of the personal exemption from the
income tax and a change in the method used to apportion
corporate income to Illinois.  When the phase-in is complete,
these changes are expected to reduce the tax base by more
than $350 million annually.  Fiscal year 2001 will also be
impacted by an Earned Income Credit (EIC), a tuition cred-
it against the personal income tax, and a 6-month elimina-
tion of the state’s portion of the sales tax on motor fuel.  The
latter is expected to reduce General Funds revenues by $150
million to $180 million.

Two of the major legislative packages passed by the General
Assembly during its spring 1999 session were the
Governor’s Illinois FIRST initiative and changes to the
state’s gaming laws.  When viewed as a whole, these pack-
ages are expected to reduce General Revenue Fund
resources by an estimated $1.116 billion from fiscal year
1999 through 2005.  This estimated impact is comprised of
$1.067 billion in additional resources and $2.183 billion in
additional spending and transfers out.

On the spending side of the budget, fiscal improvements will
be competing with the needs of programs such as education
and those administered by the Departments of Human
Services, Corrections, Children and Family Services, and
Public Aid.  One area that bears close scrutiny is the growth
of medical costs and the deferral of those costs to future
years especially after three consecutive increases in those
deferrals.

Future budgets will also have to adjust for other long-term
commitments, particularly legislated increases in funding
for pensions and education.  A key element for funding pen-
sions and education was the use of continuing appropriation
authority to ensure that required payments are made each
year.  In fiscal year 2000, the fifth year of the pension fund-
ing legislation, state employer contributions totaled $1.3 bil-
lion.  By fiscal year 2005, those contributions are expected
to grow to $1.9 billion.

Legislation establishing a specific foundation level of  fund-
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ing of $4,100 per student was enacted in fiscal year 1998.
The foundation level has increased every year until it
reached $4,425 in fiscal year 2001.  What will happen after
the foundation reaches its guaranteed level?  There is con-
siderable effort underway to revisit most aspects of state
funding for education.  Will future changes in education
funding be accompanied by guarantees?

The drop in the GAAP balance in spite of sizeable cash-
based improvements in 2000 serves as a reminder that past
financial performance is no guarantee of future results, and
high end-of-year cash balances and even record budgetary
balances do not in themselves indicate surpluses.

Historically, end-of-year General Funds cash balances have
been expected to fill multiple roles including: covering lia-
bilities already incurred but not yet paid; serving as an oper-
ating cushion to compensate for the seasonal mismatch
between revenue flows and spending demands during the
early part of the next fiscal year; and helping weather eco-

nomic fluctuations.  The first two roles are explicit.  The
third is implicit because there currently are no reserves
specifically earmarked for the unexpected except those that
might build up in the form of cash balances.

Until recently, Illinois was the only major industrial state
without some sort of budget stabilization fund.  During its
spring 2000 legislative session, the General Assembly
enacted rainy day fund legislation.  In order to serve as a
meaningful reserve, however, such a fund must be function-
al in that it must have resources available and a mechanism
in place to use those resources. Unfortunately, Illinois’
budget stabilization fund has neither.  At the same time the
fund was established, legislation was enacted providing for
a one-time transfer of leftover money from the state’s
Tobacco Settlement Recovery Fund after June 30, 2001.
That amount is still uncertain, but assuming there are no
more appropriations from the Tobacco Settlement Recovery
Fund during fiscal year 2001, there could be about $175 mil-
lion available for transfer.
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Year-End Fiscal SummaryYear-End Fiscal Summary

Major Unfunded and
Long Term Liabilities

(in millions) FY 1999 FY 2000

Net Pension
  Obligation $ 12,116 $ 12,913

General Obligation
  Bonds $ 6,126 $ 6,599

Build Illinois and
  Civic Center Bonds $ 1,828 $ 1,883

Section 25 Liabilities

(in millions)

6/30/99 6/30/00 Change

$894 $1,075 $181
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Department of Public Aid
 General Funds Medical Assistance Grant Spending

General Funds
Fiscal Activity

(in millions) FY 1999 FY 2000 Change

Beginning
  Balance $ 1,202 $ 1,351 $ 149

Revenues $ 21,674 $ 23,250 $ 1,576

Expenditures $ 21,525 $ 23,084 $ 1,559

Ending
  Balance $ 1,351 $ 1,517 $ 166

Lapse Period
  Warrants $ 848 $ 740 $ (108)

Budgetary
  Balance $ 503 $ 777 $ 274

Taxes Receivable

(in millions)  6/30/99  6/30/00   Change

Gross Balance $2,687 $2,620 ($67)

Uncollectibles $1,181 $1,020 ($161)
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The following balance sheet and operating statements have been condensed from the statements included in the State of
Illinois Comprehensive Annual Financial Report utilizing the “memorandum only” column of the primary government.

GAAP Basis Financial Information SummaryGAAP Basis Financial Information Summary

Balance Sheet - Primary Government Operating Statement - Primary Government
Amounts (in millions) Amounts (in millions)
FY2000 FY1999 FY2000 FY1999

Assets (and other debits) Revenues
Cash $ 10,612 $ 9,292 Taxes -
Investments 55,525 50,904   Income $ 9,675 $ 9,250
Receivables, net * 8,489 7,200   Sales 8,209 7,689
Fixed assets 5,814 5,416   Other taxes 6,150 5,866
Other assets 1,606 1,576 Federal government 10,139 9,356
Other debits 23,242 21,626 Charges for sales and services 2,964 2,849
Total assets and other debits $ 105,288 $ 96,014 Interest income 5,827 5,032

Contributions 2,489 2,949
Liabilities Licenses and fees 1,527 1,157
Payables $ 8,476 $ 7,971 Other 2,099 1,492
Pension liability 12,913 12,116 $ 49,079 $ 45,640
Bonds outstanding 9,962 9,277
Depository and other 5,872 4,270 Expenditures/Expenses
Other 2,688 2,462 Health and social services 12,310 10,891
Total liabilities $ 39,911 $ 36,096 Education 8,668 7,540

General government/administrative 6,989 6,189
Equity and Other Credits Social assistance 2,676 3,233
Investment in fixed assets 5,747 5,348 Transportation 3,290 2,567
General (315) (303) Public protection and justice 2,011 1,899
Special revenue * 3,712 3,402 Debt service 977 964
Debt service 934 828 Benefit payments and refunds 3,448 3,125
Capital projects 510 480 Prizes and claims 799 813
Proprietary 305 323 Other 2,237 1,579
Trust 54,484 49,840 $ 43,405 $ 38,800
Total fund equity $ 65,377 $ 59,918 Net other sources (uses) and 

   nonoperating revenues (expenses) (613) (1,093)
Excess of revenues over expendi-

Total liabilities and fund equity $ 105,288  $ 96,014    tures/expenses and net other uses $ 5,061 $ 5,747

* As restated

State of Illinois

GAAP BASIS
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ASSETS (AND OTHER DEBITS)

Total assets (and other debits) of the State of Illinois
at June 30, 2000, were $105.288 billion. This was an
increase of $9.274 billion (9.7%) over fiscal year
1999.  Investments account for 52.7% of assets while
other debits account for 22.1% and cash accounts for
10.1%.  

Investments

The largest increase was in the State’s investments
($4.621 billion).  The Pension Funds accounted for
$4.800 billion of the investment increase, while the
Investment Trust Funds investment balances
decreased $690 million.

Receivables

Net receivables increased in fiscal year 2000 by
$1.289 billion.  Taxes receivable were the
largest individual receivable, and increased
from $1.506 billion in fiscal year 1999 to $1.600
billion for fiscal year 2000.  The accompanying
chart shows the change in net receivables for
this year and the prior three years.

LIABILITIES

Total liabilities increased to $39.911 billion at
June 30, 2000, $3.815 billion (10.6%) more than
fiscal year 1999.  The largest increases were the
State’s depository and other liabilities ($1.602

billion).  There was also an increase ($797 million) in
the pension liability due, in large part, to an

increase in the pension obligation of $568 mil-
lion in the Teachers’ Retirement System and
$217 million in the State Universities
Retirement System. 

Payables

Payables represent costs incurred at year-end
that have not been paid in cash.  The state’s

payables increased by $505 million at June 30,
2000, from the fiscal year ended June 30, 1999.

Balance SheetBalance Sheet

Total Assets - Primary Government
 June 30, 2000

Millions of Dollars

 Fixed Assets
$5,814 
5.5%

 Investments
$55,525 
52.7%

 Other Debits
$23,242
22.1%

Cash/equivalents
$10,612 
10.1%

 Receivables
$8,489 
8.1%

 Other Assets
$1,606 
1.5%

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Fiscal Year

Treasurer's Short-Term Yield Comparison

Treasurer's Avg. Yield Short-Term Inv. Avg. Rate on 3-Mo. US Treasury Bills

GAAP BASIS

$6,466

$6,563 $7,200

$8,489

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

M
il

li
o

n
s 

o
f 

D
o

ll
ar

s

1997 1998 1999 2000

Fiscal Year

Receivables

2000 EXECUTIVE SUMMARY

9



Pension Liability

The liability at June 30, 2000, for the state’s five pension trust
funds was $12.913 billion, an increase of $797 million
from fiscal year 1999.  The pension liability compares
the annual pension costs to the employer contributions
received as can be seen in the accompanying chart.

Funding Policy and Annual Pension Cost

Member contributions are based on fixed percentages
set by statute ranging from 4.0% to 11.5%.  The
State’s funding requirements have been established by
statute (Public Act 88-593) effective July 1, 1995, and
provide for a systematic 50-year funding plan with an
ultimate goal to achieve “90% funding” of the sys-
tems’ liabilities.  In addition, the funding plan pro-
vides for a 15-year phase-in period to allow the State

to adapt to the increased financial commitment.  Once the
15-year phase-in period is complete, the State’s con-

tribution will then remain at a level percentage of
payroll for the next 35 years until the 90% fund-
ing level is achieved.  As illustrated in the fol-
lowing chart, the State met its funding require-
ment established by statutory law for the fis-
cal year ended June 30, 2000.

Actual contributions varied slightly from con-
tributions required by statute mainly because of

differences between estimated and actual federal
contributions.  The current statutory law includes a

“continuing appropriation,” which means that the State
must automatically provide funding to the pension systems
based on actuarial cost requirements and amortization of the
unfunded liability without being subject to the General
Assembly’s appropriation process.

This statutory funding requirement differs significantly
from the annual pension cost (“APC”) because the statuto-
ry plan does not conform with the GASB Statement 27
accounting parameters.  The State’s APC for the current
year and related information for each plan are included in
the chart.

Debt Administration

During June 1998, the Illinois general obligation bond rat-
ing was increased from “Aa3” to “Aa2” by Moody’s
Investors Service.   Also, during June 1998, Standard &
Poor’s Corporation (“S & P”) rating was increased to “AA”
from “AA-”.  The higher bond ratings can be attributed to

Balance SheetBalance Sheet  continued

Total Liabilities (Primary Government)
June 30, 2000
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Balance Sheet  Balance Sheet  concluded

Fund Balances and Equity - Primary Government
June 30, 2000
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the State’s improved financial condition.
Special obligation bond ratings remained the
same, ranging from “AAA” by S & P for Build
Illinois bonds to “A1” by Moody’s for Civic
Center bonds.

Debt Service

Debt service principal and interest costs of
$505.2 million and $390.6 million, respective-
ly, were paid in fiscal year 2000. The dramatic
increase since fiscal year 1980 is displayed in
the chart.

General and Special Obligation Debt

General and special obligation bonds totaling
$860 million and $125 million, respectively,
were issued during fiscal year 2000 at average
interest rates ranging from 5.0% to 7.6%.  This is
an increase of $87.7 million and $65 million,
respectively, from fiscal year 1999.

Fund Balances and
Retained Earnings

The fund balances and retained
earnings for all primary govern-
ment funds combined was
$65.377 billion at June 30, 2000,
representing a 9.1% increase from
fiscal year 1999. By far, the
majority of the increases were in
the trust funds ($4.644 billion).
Within those funds, the Pension
Funds balances increased $4.549
billion.
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REVENUES

The governmental fund types are those through which most
State functions are financed.  These fund types (the general,
special revenue, capital projects, and debt service funds) are
presented on the modified accrual basis of accounting.
Throughout the year, the Comptroller’s Office publishes a
newsletter, Fiscal Focus, that summarizes the status of
General Fund revenues and expenditures and analyzes various
programs and activities.  These reports are available on
request.

Revenues on the modified
accrual basis are recog-
nized when they are
both measurable
and available to
finance current
ope ra t i ons .
R e v e n u e s
from various
sources for fiscal
years 2000 and
1999 are presented
below.

Fiscal year 2000 governmental funds rev-
enues increased by $3.021 billion (9.0%) over 1999 revenues.
State-imposed taxes including income, sales, motor fuel, pub-
lic utility, and miscellaneous other taxes remained the largest
overall revenue source for fiscal year 2000 and comprised
62.1% of total State revenues.

Income Taxes
Income tax revenues increased $425 million (5.0%) from fis-
cal year 1999.  The increase is generally the result of a robust
economy and resulting growth in personal and corporate
income taxes.

Sales Taxes
Sales taxes remained the second largest tax revenue source for
fiscal year 2000, increasing $520 million (6.8%) from fiscal
year 1999.  The increase is due to general growth in retail sales
in an improved economy.

Federal Government

Federal government revenues for fiscal year 2000 increased
$783 million from fiscal year 1999, and continued as the sec-
ond largest revenue source on a GAAP basis for 2000 (second
only to the State-imposed taxes discussed above).  Of this
increase, federal government revenues at the Department of
Human Services increased $465 million reflecting an increase
in the federal government reimbursement revenues of the
Medicaid Assessment Program  and of General Fund medical
programs.

Licenses and Fees
Licenses and fees

increased $368 mil-
lion (31.9%) from
fiscal year 1999.
This significant
increase is due

largely to an
increase in vehicle

registration fees to
fund the Illinois FIRST

Program. The fee increases
became effective January 1, 2000.

EXPENDITURES
Expenditures for governmental fund types are presented on the
modified accrual basis of accounting and are generally recog-
nized when the fund liability is incurred regardless of when
payment is made. Governmental Fund expenditures of
$36.553 billion in fiscal year 2000 increased $3.870 billion
(11.8%) over 1999 and were $287 million less than revenues
on a GAAP basis.

Expenditures for major Governmental Fund functions in fiscal
year 1999 and 2000 are presented below.

Health and Social Services Expenditures
Health and social services expenditures of $12.310 billion
were the largest expenditure function for fiscal year 2000,
increasing by $1.419 billion (13.0%) over fiscal year 1999.
This expenditure function is 33.7% of total spending on a
GAAP basis, increasing slightly from 33.3% in fiscal year
1999.  Significant fluctuations occurred at several agencies.  A

Operating StatementOperating Statement

Fiscal Year 2000 Governmental Fund Revenues
Millions of Dollars
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$594 million increase in General Fund expenditures at the
Department of Human Services (DHS) represents an increase
in Health and Social Services programs and a decrease in
Social Assistance programs.  The Department of Public Aid
showed a $347 million increase in General Fund spending.
The increase is attributable to a change in the Medicaid accru-
al allocation for fiscal year 2000.  The Medicaid Assessment
Funds’ expenditures increased by $369 million.  

Education Expenditures

Education expenditures were once again the second largest
expenditure function in the Governmental Fund for fiscal year
2000. Education expenditures increased $1.128 billion
(15.0%) from fiscal year 1999 on a GAAP basis.

Significant education expenditure increases in fiscal year 2000
were at the State Board of Education where General Fund
expenditures increased $244 million in the General Revenue
Account, $51 million in the Common School Account, $388
million in the Education Assistance Account and $139 million
in the federal programs.  These increases reflect the State’s
continuing budgetary emphasis on education.

Social Assistance Expenditures

Social assistance expenditures decreased $590 million
(28.3%) from the last fiscal year.  The largest decrease
occurred at the Department of Human Services in the General
Fund ($594 million) because of the change from the Aid To
Families With Dependent Children (AFDC) Program to the
Temporary Assistance For Needy Families (TANF) Program.
The TANF Program imposes a time limit on assistance that has
reduced expenditures.

General Government Expenditures
General government expenditures increased $805 million
(13.5%) from fiscal year 1999 to 2000.  Expenditure increases
occurred at the Secretary of State ($67 million) due to reallo-
cation of expenditures from the Road Fund and at the
Department of Central Management Services due to the State
Group Insurance Program.  In addition, the Department of
Revenue’s expenditures increased $76 million in the Local
Government Tax Fund and $69 million in the Local
Government Distributive Fund.  This growth was mainly
attributable to larger payments to units of local government
because of income tax growth.

Operating StatementOperating Statement  concluded

Fiscal Year 2000 Governmental Fund Expenditures
Millions of Dollars

Social Assistance
$1,496

4%

Transportation
$3,290

9%

Capital Outlays
$544
1%

Health and Social Services 
$12,310

35%

Debt Service
$977
3%

Public Protection & Justice
$2,007

5%

Natural 
Resources/recreation

$514
1%

Education
$8,668
24%

General Government
$6,747
18%
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For fiscal year 2000, General Funds revenues grew $1.576
billion - the second largest dollar increase on record.  This
revenue performance was the result of a strong economy and
one-time enhancements.  

Fiscal year 2000 marked the eighth straight year of improve-
ment in the state’s General Funds budgetary balance (meas-
ured on a cash basis) as the balance rose from a $503 million

surplus in fiscal year 1999 to a $777 million surplus in
2000—the fourth positive budgetary balance in a row and
the highest on record.  However, the state’s General Funds
GAAP balance fell from a $303 million deficit in 1999 to a
$315 million deficit in 2000.  This marks the second con-
secutive drop in the GAAP balance following five years of
improvement.

Fiscal SummaryFiscal Summary
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General Funds revenue increased $1.576 billion or 7.3% in
fiscal year 2000, growing to $23.250 billion from $21.674
billion in fiscal year 1999. This General Funds revenue
growth is the second largest dollar increase in history.
However, some of this growth was due to one-time factors
that will not continue next year.

State sources increased $1.402 billion led by a $576 million
increase in income taxes. Individual income taxes were up
$460 million (6.4%) and corporate income taxes increased
$116 million (10.3%). During the same period, the fiscal

year 2000 unemployment rate in Illinois remained at 4.3%
as wage and salary income increased 5.2%. In addition, the
durability in the performance of the stock market results in
increased capital gains and dividend income. Obviously,
these economic factors had a major impact on income and
the growth in individual income taxes. Corporate income tax
growth was due to a one-time $130 million payment in
March.

The potency of the economy is also reflected in the contin-
ued strength in retail sales for the year. Revenues from the
state sales tax totaled $6.027 billion in fiscal year 2000, an
increase of $418 million or 7.5%.

Gaming revenues grew $63 million or 8.0% to $854 million
for the year. Lottery transfers fell by $25 million and river-

boat gambling transfers increased $90 million. The growth
in riverboat gaming was due primarily to legislation remov-
ing the cruise requirement for riverboats and allowing dock-
side gambling.

For fiscal year 2000, public utility taxes grew 9.5% with rev-
enues from the telecommunications tax up $37 million, nat-
ural gas tax revenues increased $15 million, and electric tax
receipts increased $45 million due in part to the transition
after implementation of electric deregulation.

Receipts from other tax sources increased $145 million or
8.2% for the year, although some of this growth was due to
one-time factors. Revenues from liquor taxes were up $71
million due to a tax increase for the Illinois FIRST Program.
Intergovernmental transfer payments from Cook County
were up $27 million due to the timing of payments and are
not expected to grow next year. Among other sources that
experienced growth, corporate franchise tax and fees
increased $21 million and investment income was up $21
million.

The $103 million increase for other transfers in included the
Income Tax Refund Fund ($76 million) which is not likely
to repeat next year, University of Illinois Hospital Services
Fund ($23 million), and the Build Illinois Fund ($9 million).

General Funds Revenue-
Up 7.3% in Fiscal Year 2000
General Funds Revenue-
Up 7.3% in Fiscal Year 2000

General Funds Revenue
(Millions of Dollars)

Change From
Fiscal Year FY1991 to FY2000

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Amount Percent

Personal Income Tax $ 4,278 $ 4,477 $ 4,665 $ 4,947 $ 5,333 $ 5,669 $ 6,139 $ 6,847 $ 7,226 $ 7,686 $ 3,408 79.7 %
Corporate Income Tax 542 577 631 755 898 978 1,085 1,136 1,121 1,237 695 128.2
Sales Taxes 3,863 3,986 4,094 4,371 4,651 4,798 4,992 5,274 5,609 6,027 2,164 56.0

Gaming Sources:
  Lottery Fund 580 611 587 552 588 594 590 560 540 515 (65) (11.2)
  Riverboat Gaming 0 8 54 118 171 205 185 170 240 330 330 N/A
  Miscellaneous 12 12 12 12 12 12 12 11 11 9 (3) (25.0)

Total, Gaming 592 631 653 682 771 811 787 741 791 854 262 44.3

Public Utility Taxes 690 703 735 784 743 833 873 912 1,019 1,116 426 61.7
Other Tax Sources 1,051 1,130 1,132 1,123 1,170 1,181 1,400 1,404 1,779 1,924 873 83.1
Other Transfers In 191 293 194 234 338 327 309 346 411 514 323 169.1

Base State Sources $ 11,207 $ 11,797 $ 12,104 $ 12,896 $ 13,904 $ 14,597 $ 15,585 $ 16,660 $ 17,956 $ 19,358 $ 8,151 72.7 %
Federal Sources 2,054 2,235 2,646 2,690 3,098 3,339 3,269 3,324 3,718 3,892 1,838 89.5

Total Base Revenue $ 13,261 $ 14,032 $ 14,750 $ 15,586 $ 17,002 $ 17,936 $ 18,854 $ 19,984 $ 21,674 $ 23,250 $ 9,989 75.3 %
Short-Term Borrowing 0 185 300 600 300 200 0 0 0 0 0 N/A

Total Revenue $ 13,261 $ 14,217 $ 15,050 $ 16,186 $ 17,302 $ 18,136 $ 18,854 $ 19,984 $ 21,674 $ 23,250 $ 9,989 75.3 %
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Federal sources increased $174 million or 4.7% in fiscal
year 2000, primarily for medical assistance and child care.
This increase was well below the average annual increase of
7.4% over the past ten years. Revenues from federal sources
experienced explosive growth during the decade due to a
corresponding growth in federally reimbursable spending,
primarily for Medicaid.

Individual and corporate income taxes also grew over the
past ten years, with average annual increases of 6.7% and
9.6%, respectively. The volatility of corporate income tax
revenues is evident in fiscal year 1999 when revenues
declined and the fiscal year 2000 growth from a one-time
payment.

Sales tax revenues had an average annual increase of 5.1%
over the decade. During this period diversions of sales tax
revenues increased from $243 million in fiscal year 1991 to
$398 million in fiscal year 2000.

Gaming revenues grew due to the implementation of river-
boat gambling in fiscal year 1992 which more than offset the
decline from lottery revenues. The growth in public utility
taxes was due to a tax increase and from the increased usage
of telecommunication devices.

Other tax sources were up $873 million over the decade with
the new intergovernmental transfer payment from Cook
County accounting for $245 million. Inheritance tax rev-
enues grew $235 million while cigarette tax receipts
increased $86 million and liquor tax receipts grew $64 mil-
lion due to tax increases. 

For fiscal year 2000, income and sales taxes brought in
64.3% of total General Funds revenues, while federal
sources and other sources accounted for 16.7% and 19.0%,
respectively. The reliance on sources driven by the economy
makes the economy the major factor determining General
Funds revenue growth.

General Funds Revenue General Funds Revenue concluded
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General Fund’s expenditures from fiscal year 2000 appropria-
tions totaled $22.976 billion, an increase of $1.449 billion or
6.7% over fiscal year 1999 spending.  The $1.449 billion
increase in spending was the third largest increase ever record-
ed for the General Funds.  Last year’s $1.855 billion increase
was the largest increase with the $1.544 billion increase in fis-
cal year 1995 (excluding short-term borrowing) the second
largest.  Among the various categories of spending, awards
and grants accounted for 63.4% of the increase and operations
accounted for 39.4%.  All other spending declined slightly
from the prior year.

For fiscal year 2000, General Funds awards and grants spend-
ing totaled $14.567 billion, $918 million or 6.7% above fiscal
year 1999.  Grants accounted for 63.4% of total spending from
the General Funds for the fiscal year.  

The largest portion (32.3% in fiscal year 2000) of General
Fund’s awards and grants expenditures are by the State Board
of Education.  Grant spending by the State Board totaled

$4.699 billion in fiscal year 2000, $300 million or 6.8% above
1999.  General state aid to school districts accounts for the
largest portion (63.5%) of State Board grant spending with
$2.983 billion expended in 2000.

Prior to fiscal year 1998, the largest grant spending agency had
been the Department of Public Aid.  However, due to reor-
ganization in the delivery of social services, Public Aid is now
the second largest grant spending agency from the General
Funds with spending of $4.695 billion in fiscal year 2000,
$456 million or 10.8% above 1999.  All of the grant spending
by the Department was for medical assistance payments as the
Aid to Families with Dependent Children Program along with
other grant award programs were transferred into the newly
formed Department of Human Services at the beginning of fis-
cal year 1998.

The Department of Human Services consolidated all or parts
of six state social service agencies with the goal of achieving
a more efficient and effective delivery of social services in

General Funds Spending-
Up 6.7% in Fiscal Year 2000
General Funds Spending-
Up 6.7% in Fiscal Year 2000

General Funds Expenditures (From Current Year Appropriations)
By Category and Major Agency

(Millions of Dollars)
Change from

Fiscal Year FY 1991 to FY 2000
Operations: 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Amount Percent
  Higher Education $ 1,120 $ 1,080 $ 1,066 $ 1,091 $ 1,139 $ 1,232 $ 1,308 $ 1,392 $ 1,478 $ 1,574 $ 454 40.5 %
  Corrections 543 556 598 659 700 771 832 908 1,019 1,095 552 101.7
  Human Services 0 0 0 0 0 0 0 958 1,008 1,015 1,015 N/A
  Central Management Services 275 330 400 465 425 391 475 515 560 645 370 134.5
  Children and Family Services 104 110 113 149 181 247 254 261 273 285 181 174.0
  Public Aid 384 370 363 382 396 413 455 102 113 208 (176) (45.8)
  Mental Health 483 481 495 514 520 535 546 0 0 0 (483) (100.0)
  Other Operations 919 922 876 942 982 1,091 1,245 1,183 1,276 1,476 557 60.6
Total, Operations $ 3,828 $ 3,849 $ 3,911 $ 4,202 $ 4,343 $ 4,680 $ 5,115 $ 5,319 $ 5,727 $ 6,298 $ 2,470 64.5 %

Awards and Grants:
  State Board of Education:
    Apportionment $ 2,106 $ 2,109 $ 2,121 $ 2,186 $ 2,285 $ 2,326 $ 2,378 $ 2,471 $ 2,922 $ 2,983 $ 877 41.6 %
    Categoricals 881 853 854 905 979 1,032 1,190 1,466 1,411 1,657 776 88.1
    Other 312 300 303 325 323 101 93 96 66 59 (253) (81.1)
  Total, State Board of Education 3,299 3,262 3,278 3,416 3,587 3,459 3,661 4,033 4,399 4,699 1,400 42.4

  Public Aid:

    Medical Assistance 2,498 2,918 3,110 3,249 3,997 3,997 3,668 3,887 4,239 4,695 2,197 88.0
    Aid to Families with Dependent Children 865 893 890 938 963 956 878 0 0 0 (865) (100.0)
    Other 314 299 168 177 185 143 140 0 0 0 (314) (100.0)
  Total, Public Aid 3,677 4,110 4,168 4,364 5,145 5,096 4,686 3,887 4,239 4,695 1,018 27.7

  Human Services 0 0 0 0 0 0 0 2,287 2,392 2,420 2,420 N/A
  Higher Education 520 506 520 542 599 599 638 670 730 758 238 45.8
  Children and Family Services 262 346 433 521 598 657 689 660 616 635 373 142.4
  Teachers Retirement 6 6 5 5 4 299 354 429 584 649 643 N/A
  Aging 100 113 100 109 118 123 142 159 182 202 102 102.0
  Mental Health 347 351 371 418 470 791 893 0 0 0 (347) (100.0)
  Alcoholism and Substance Abuse 73 67 81 88 137 99 97 0 0 0 (73) (100.0)
  Other Awards and Grants 541 544 433 467 485 496 549 425 507 509 (32) (5.9)
Total, Awards and Grants $ 8,825 $ 9,305 $ 9,389 $ 9,930 $ 11,143 $ 11,619 $ 11,709 $ 12,550 $ 13,649 $ 14,567 $ 5,742 65.1 %
Other General Funds Warrants Issued 22 19 18 12 13 11 27 35 45 82 60 272.7
Total, General Funds Warrants Issued $ 12,675 $ 13,173 $ 13,318 $ 14,144 $ 15,499 $ 16,310 $ 16,851 $ 17,904 $ 19,421 $ 20,947 $ 8,272 65.3 %
Regular Transfers Out 1,061 1,072 1,169 1,225 1,414 1,572 1,666 1,768 2,106 2,029 968 91.2
Base General Funds Expenditures $ 13,736 $ 14,245 $ 14,487 $ 15,369 $ 16,913 $ 17,882 $ 18,517 $ 19,672 $ 21,527 $ 22,976 $ 9,240 67.3 %
Short-Term Borrowing Repayment 0 193 306 609 308 205 0 0 0 0 0 0.0
Total, General Funds Expenditures $ 13,736 $ 14,438 $ 14,793 $ 15,978 $ 17,221 $ 18,087 $ 18,517 $ 19,672 $ 21,527 $ 22,976 $ 9,240 67.3 %
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Illinois. Merged in whole into Human Services were the
Departments of Mental Health, Alcoholism and Substance
Abuse, and Rehabilitation Services while components of the
Departments of Children and Family Services, Public Health,
and Public Aid were also merged. In the third year of opera-
tion for the Department, grant spending totaled $2.420 billion,
$28 million or 1.2% above 1999. Together, the State Board of
Education and the Departments of Public Aid and Human
Services accounted for 81.1% of all General Fund’s awards
and grant expenditures in fiscal year 2000.

Spending for operations from the General Funds in fiscal year
2000 totaled $6.298 billion, $571 million or 10.0% higher
than fiscal year 1999. Operations accounted for 27.4% of total
General Fund’s expenditures in 2000.

Higher education institutions accounted for the largest amount
of spending for operations. In fiscal year 2000, higher educa-
tion operations expenditures of $1.574 billion were $96 mil-
lion or 6.5% higher than fiscal year 1999 and accounted for
25.0% of total operations. Illinois’ flagship university, the
University of Illinois, accounted for $713 million or 45.3% of
higher education operations in fiscal year 2000.

The largest state agency in terms of operations expenditures
from the General Funds and the second largest in terms of
employee headcount is the Department of Corrections. Fiscal
year 2000 expenditures by the Department for operations
totaled $1.095 billion, $76 million or 7.5% over the previous
year. The number of employees at Corrections totaled 16,215
at the end of fiscal year 2000. 

With the largest headcount of any single state agency, the
newly formed Department of Human Services recorded oper-
ations expenditures of $1.015 billion in fiscal year 2000. At
the end of the fiscal year the Department’s employee head-
count was 20,237, a decrease of 474 or 2.3% from the previ-
ous year.

Although employee salaries drive most state agency opera-
tional expenditures, this is not the case at the Department of
Central Management Services (CMS). CMS is the third largest
state agency in terms of operational expenditures, however,
their employee headcount is not even among the top ten agen-
cies. Fiscal year 2000 General Funds expenditures of $645
million included $589 million for group insurance contribu-
tions to pay for the health benefits of state employees. The
$645 million expended by CMS in fiscal year 2000 for opera-
tions was $85 million or 8.7% higher than 1999. Group insur-
ance contributions were up $83 million or 16.4% while the
remainder of CMS operations increased $2 million or 3.7%.

Over the last ten years, General Funds expenditures grew
$9.240 billion or 67.3%. Of this growth, awards and grants
represented 62.1% while operations accounted for 26.7% and
transfers out accounted for 10.2%.

Four years are responsible for 65.0% of the $9.240 billion in
spending growth. In addition to the $1.459 billion increase in
fiscal year 2000, spending increased $1.855 billion in fiscal
year 1999, $1.155 billion in 1998 and $1.544 billion in fiscal
year 1995. Just the last three fiscal years alone have accounted
for 48.3% of the spending growth over the ten-year period
examined.

General Funds SpendingGeneral Funds Spending  concluded
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During fiscal year 2000, Illinois improved its budgetary bal-
ance for the eighth consecutive year.  When the books were
closed for the year, the state’s General Funds budgetary bal-
ance stood at $777 million, the highest on record.  

Much of the good budgetary news was made possible by a
strong economy, which turned in another sterling perform-
ance.  Total nonagricultural employment grew to a record
5.985 million.  The state’s unemployment rate averaged only
4.3%, the fourth consecutive year below 5.0%.  And Illinois
personal income climbed 4.7%.  

In spite of the
budgetary per-
formance, how-
ever, the fiscal
y e a r  2 0 0 0
General Funds
GAAP balance
fell $12 million
to a deficit of
$315 million.
This marks the
second consecu-
tive decline fol-
lowing five years
of improvement.

The factors that
determine the
GAAP balance
include accrued
liabilities payable
from future year
appropriations.
One  o f  t he
largest compo-
nents of those

liabilities is Section 25 deferrals.  After falling substantially
from 1995 through 1997, Section 25 deferred liabilities
increased in each of the last three years, reaching $752 mil-
lion in 1998, $894 million in 1999, and $1.075 billion in
2000 - the first time since 1995 that these deferrals have
exceeded $1.0 billion.  The $181 million growth in 2000
included a $183 million increase under the state’s Medicaid
program and a $2 million decrease under the group health
insurance program for employees, retirees, and their
dependents administered by the Department of Central
Management Services.

Section 25 of the State Finance Act provides that the state’s
fiscal year lasts from July 1 through June 30 and that expen-
ditures for liabilities incurred within a given fiscal year be
paid for from that year’s appropriation, with certain excep-
tions.  These exceptions include liabilities for Medicaid, state
employee and retiree health insurance, and certain spending
from the Department of Public Health.

Payments made under these exceptions to Section 25 are
similar to lapse period spending in that both sets of payments
are for liabilities incurred before the end of the fiscal year,
but paid after June 30th.  For GAAP purposes, therefore,
both types of payments are considered to be part of that
year’s spending.  On a cash basis, however, the two types of
expenditures are charged to different fiscal years.  Lapse
period spending is charged to an appropriation from the fis-
cal year in which the liability arose.  Payments made for
items covered by these exceptions to Section 25 are made
from a subsequent year’s appropriation, and so are not
counted as lapse period spending.

In theory, budgets are based on revenue estimates.  That
means that if revenues fall short of expectations, spending
must be reduced to keep the two in relative balance.
Through most of the early 1990s, Illinois was unable to
adjust spending enough to match revenue shortfalls.  The
fact that budget cuts are seldom easy was compounded by
court-ordered spending and exploding medical costs.  When
the cash ran out, Illinois fell back on its unsound but standard
practice of deferring payment of liabilities already incurred.
Although the number of programs that are covered by excep-
tions to Section 25 are limited, the dollar amount of such
deferrals is not.  This practice exacerbated fiscal difficulties
experienced in the early 1990s.  

Fiscal Climate
Fiscal Year 2000
Fiscal Climate
Fiscal Year 2000

General Funds GAAP Balance and

Cash-Basis Budgetary Balance

(Millions of Dollars)

Fiscal GAAP Budgetary
Year Balance Balance

1986 (261) (153)

1987 (587) (319)

1988 (355) (76)

1989 (74) 148

1990 (557) (191)

1991 (1,368) (666)

1992 (1,656) (887)

1993 (1,916) (630)

1994 (1,595) (422)

1995 (1,204) (341)

1996 (952) (292)

1997 (443) 45

1998 (213) 356

1999 (303) 503

2000 (315) 777
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The growth of Section 25 deferrals is troublesome given the
relationship between changes in those deferrals and changes
in the General Funds GAAP financial position.  Changes in
Section 25 liabilities (which are essentially the changes in
Medicaid liability) have been reflected in the state’s GAAP
deficit.  Through the 1990s, the widening of the GAAP
deficit closely matched the growth in deferrals under Section
25, while narrowing of that deficit tracked closely to the
reductions in those deferrals.

What Lies Ahead?

Is Illinois ready for the next bump in the road?  As the state
enters the new century, it does so after riding an economy
that has produced extraordinary growth over the last several
years.  Clearly, there have been some financial improve-
ments, driven by increased revenues, across a broad spec-
trum on both a budgetary and GAAP basis.

But the fact that the GAAP deficit worsened in fiscal year
2000 for the second consecutive year demonstrates there is
room for improvement.  In order to improve its fiscal health,
the state faces several challenges.  To keep balances at
acceptable levels and payment cycles under control,
resources must continue to be directed to these purposes.
The ability to allocate resources may be constrained on the
one hand by limited revenue growth and on the other hand
by competing budgetary needs.

On the revenue side, the impact of future economic fluctua-
tions and the ability of the tax base to produce a steady
stream of revenue must be considered.  Illinois’ General
Funds revenue base is highly susceptible to economic cycles.
While the state has benefited over the last several years from

revenue growth in excess of expectations, that kind of good
fortune can reverse itself quickly.  Just as the recent eco-
nomic growth produced rapid increases in receipts from the
personal income, sales, and corporate income taxes, slower
economic growth could reduce receipt growth in these
sources tied most directly to the economy.

The state’s tax base has also been impacted by various tax
relief measures (also called tax expenditures).  In fiscal year
1999, tax expenditures impacted the General Funds by an
estimated $4.3 billion.  Although final estimates are not yet
available for fiscal year 2000, recently enacted tax expendi-
tures will add to that total.  These include the second year of
a three-year phase-in of a doubling of the personal exemption
from the income tax and a change in the method used to
apportion corporate income to Illinois.  When the phase-in is
complete, these changes are expected to reduce the tax base
by more than $350 million annually.  There is also a new
business income tax credit linked to income generated as the
result of new jobs, effective for tax years 1999 and after.  This
new credit, known as the Illinois Economic Development for
a Growing Economy (EDGE) Tax Credit, was enacted in
response to similar programs adopted in other states.

In addition to these tax expenditures, fiscal year 2001 will be
affected by an Earned Income Credit (EIC), an elementary
and secondary education tuition credit against the personal
income tax, and a 6-month elimination of the state’s portion
of the sales tax on motor fuel.  The latter is expected to reduce
General Funds revenues by $150 million to $180 million.

The Earned Income Credit is based on a percentage of the
federal credit.  If the federal credit is changed, it could
impact the state credit.  This is not the only case were feder-
al actions, including new legislation and new regulations,
impact the state’s fiscal position.  Another example is a rule
change recently adopted by the U.S. Department of Health
and Human Services concerning Medicaid reimbursements.
This new rule closes a loophole that has allowed the State to
capture an additional $245 million annually in federal funds.
Under the new regulation, Illinois would begin to lose a por-
tion of these monies beginning in fiscal year 2004 and phas-
ing out over the next 5 years.

Another factor that will need to be addressed by govern-
ments is the strong growth of sales over the Internet antici-
pated over the coming years.  Most observers believe that
Internet sales will continue an upward spiral.  Many Internet
shoppers do not pay sales taxes on their purchases.  This phe-
nomenon has the potential to significantly impact retail sales
tax revenues.

Fiscal ClimateFiscal Climate  continued

(2,000)

(1,500)

(1,000)

(500)

-

500

1,000

1,500

2,000

M
ill

io
n

s 
o

f 
D

o
lla

rs

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Fiscal Year

Section 25 Liabilities and GAAP Deficits

Sec 25 GAAP

20

BUDGETARY BASIS

2000 EXECUTIVE SUMMARY



Two of the major legislative packages passed by the General
Assembly during its spring 1999 session were the Governor’s
Illinois FIRST initiative and changes to the state’s gaming
laws.  When viewed as a whole, these packages are expected
to reduce General Revenue Fund resources by an estimated

$1.116 billion from fiscal year 1999 through 2005.  This esti-
mated impact is comprised of $1.067 billion in additional
resources and $2.183 billion in additional spending and trans-
fers out.

On the spending side, future budgets will have to address leg-

islatively guaranteed funding increases for education and the
state’s pension systems.  A key element for funding pensions
and education was the use of continuing appropriation
authority to ensure that required payments are made each
year.  In fiscal year 2000, the fifth year of the pension fund-

ing legislation, state employer
contributions totaled $1.3 billion.
By fiscal year 2005, those contri-
butions are expected to grow to
$1.9 billion.

Legislation establishing a specif-
ic foundation level of per pupil
funding of $4,100 per student
was enacted in fiscal year 1998.
The foundation level will
increase every year until reach-
ing $4,425 in fiscal year 2001.
What will happen after the foun-
dation reaches its guaranteed
level?  There is considerable
effort underway to revisit most
aspects of state funding for edu-
cation.  Will future changes in
education funding be accompa-
nied by guarantees?

In addition to making room for
these guarantees, future budgets
will also likely face increased
spending demands stemming
from any economic downturn.
Two programs that are certain to
be affected by adverse economic
conditions are TANF (Temporary
Assistance to Needy Families)
and Medicaid.  Since the TANF
program is new (July 1997), it
has yet to be tested across a com-
plete economic cycle.  As a
result, there is no experience with
the program during recession.

On the other hand, the last
decade provides ample evidence

of the potential impact of increasing medical costs.  While it
appears that Section 25 deferred liabilities are still largely
under control, the fact that there have been three consecutive
increases suggests that continued efforts will be required to
keep deferrals from again becoming a budgetary burden.
This is especiallyapplicable to the Medicaid program.

Fiscal ClimateFiscal Climate  continued

1999 2000 2001 2002 2003 2004 2005
Estimated Resource Additions:
  Illinois FIRST:
    Elimination of the sales tax transfer to
    the Road Fund (assumes 4% growth) 0.0 25.0 105.5 109.8 114.1 118.7 123.5

    Liquor tax increase 0.0 70.7 80.0 80.0 80.0 80.0 80.0

Total 0.0 95.7 185.5 189.8 194.1 198.7 203.5

Estimated Resource Reductions:
  Illinois FIRST:
    Reduction in Secretary of State
    spending from the Road Fund 0.0 50.0 50.0 50.0 50.0 100.0 100.0

    Maximum financial assistance for
    RTA (SCIP bonds) 0.0 0.0 16.0 35.0 54.0 73.0 93.0

    Transfer to School Infrastructure Fund 0.0 30.0 60.0 60.0 60.0 60.0 60.0

    Transfer to Motor Vehicle Lic. Plate Fund 0.0 10.0 0.0 0.0 0.0 0.0 0.0

    Transfer to the Fund for Illinois' Future 285.0 15.0 260.0 0.0 0.0 0.0 0.0

    Additional transfers for debt service from
    increase in bond programs* 0.0 0.0 16.0 31.0 47.0 62.0 76.0

  Horse Racing:
    Hold harmless support - GRF support
    for Special Funds 0.0 17.5 34.9 34.9 34.9 34.9 34.9

  Riverboat Gambling:
    Hold harmless support - Education 0.0 0.0 0.0 47.0 47.0 47.0 47.0

Total 285.0 122.5 436.9 257.9 292.9 376.9 410.9

Total Financial Impact (285.0) (26.8) (251.4) (68.1) (98.8) (178.2) (207.4)

*Debt service transfers are subject to change depending on actual bond sales.

(Millions of Dollars)

The Estimated Financial Impact  of Illinois FIRST and Statutory Gaming Changes 
on the General Revenue Fund

Fiscal Year
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As noted earlier, there appears to be a pronounced relation-
ship between the state’s financial position and Section 25
deferred liabilities.  Over the last two years the deterioration
in the GAAP balance has not been as large as might be indi-
cated by the growth of those liabilities.  This is largely due to
the economy’s ability to exert enough positive influence to
counteract the negative impact of the deferrals.  If the econ-
omy falters, however, the positive influences will lessen
while the deferrals remain.  Those will have to be addressed
in the budgetary process regardless of economic activity.

Future General Funds budgets might also be called upon to
absorb the cost of recently enacted programs and program
expansions that are currently being financed through other
funds.  For example, the state’s Circuit Breaker program has
traditionally been financed by payments from the General
Revenue Fund.  Effective January 1, 2001, that program was
expanded and financed through a $35 million appropriation
from the Tobacco Settlement Recovery Fund.  Another
example is the new three-year Earned Income Credit.
Although the credit will reduce tax revenue (and is consid-
ered a tax expenditure as noted above), the program will also
increase spending for income tax refunds.  Those will be
financed through a $35 million appropriation from the
Tobacco Settlement Recovery Fund as well.

The drop in the GAAP balance in spite of sizeable cash-based
improvements in fiscal year 2000 serves as a reminder that
past financial performance is no guarantee of future results,
and high end-of-year cash balances and even record budget-
ary balances do not in themselves indicate financial health.

The change in the state’s financial position also raises inter-
esting questions.  Has fiscal discipline been the major reason
for any perceived improvements in the state’s financial
health over the last several years or have those improve-
ments been more related to the growing economy’s ability to
produce revenue?  Is there an increasing tendency to utilize
continuing appropriations if the Governor and General
Assembly do not reach consensus on major policy issues?
Are long-term commitments of resources being made in
today’s environment of prosperity that will put additional
strains on future budgets?

The answers to these questions are critical to the state’s
future fiscal health.

What Surplus?

Another key to future budgets will be how the state deals
with its current budgetary surplus.  Much has been made of
that surplus and what should be done with it.  Some want to

increase program spending while others want to grant tax
relief.  However, before any plans are made, it would be pru-
dent to be sure that what is being called a surplus is really
available.  While the General Funds group did indeed run a
surplus in fiscal year 2000, some would be surprised to learn
that it was $777 million and not the $1.517 billion end-of-
year available balance.  The problem lies in mistaking the
end-of-year available balance for a budgetary surplus.

The end-of-year General Funds available balance is one of
state government’s most widely reported fiscal indicators.
When viewed in the context of other related factors, the end-
of-year balance can be an important indicator.  By itself,
however, this number is nothing more than the balance at the
end of a single day, just like the end-of-day balances for the
other 250 or so processing days of the year.  

A Problem of Interpretation

Webster’s New World Dictionary defines surplus as an
amount, or excess, over and above what is used or needed.
The notion of an excess over what is used is straightforward.
If annual revenue exceeds annual spending, the available
balance at the end of the year will be higher than it was at the
start of the year.  Even if that happens, however, it does not
mean that the “excess” of revenue over spending is available
for new appropriated spending or additional tax breaks.  The
question of need still must be answered.

The size of balance needed at the end of the year depends on
what the ending balance is expected to accomplish.  With
Illinois’ General Funds financial structure, the end-of-year
cash on hand needs to be enough to: 1) cover liabilities
already incurred, but not yet paid; 2) serve as an operating
cushion to keep payments moving without delays through
the early part of the next fiscal year when there is a seasonal
mismatch between revenue flows and spending demands;
and 3) to help weather economic fluctuations.

While it is tempting to look at the end-of-year balance as
resources that are “left-over” from the fiscal year, it must be
remembered that Illinois collects revenue over a 12-month
period, but authorizes the payment of claims from a given
fiscal year (with a few exceptions) over a 14-month period.
In other words, spending from fiscal year appropriations
does not come to an end on June 30—it continues until the
end of the lapse period, which is at the end of August. 

One of the fundamental principles of sound budgeting is to
match revenue and expenditures.  Under this approach, the
end-of-year available balance represents funds available to
cover lapse period spending.  If the available balance was

Fiscal ClimateFiscal Climate  continued
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Fiscal ClimateFiscal Climate  continued

less than lapse period spending, then some of the new year’s
money would have to be used to pay the prior year’s bills.
Only if the available balance exceeds lapse period spending
would there be a surplus.

To more specifically address this question of “need”, the
$1.517 billion General Funds available balance at the end of
fiscal year 2000 was the amount of resources on hand from
which the remaining General Funds liabilities for fiscal year
2000 could be paid.  With lapse period spending of $740 mil-
lion, all but $777 million of the end-of-year available bal-
ance was used to pay the remaining appropriated expendi-
tures from that fiscal year.  This $777 million, the amount by
which the balance exceeded this specific “need”, could be
thought of as a surplus.  While this amount may appear size-
able, there are at least two other needs to consider.

Other Considerations

Cash Flow. While spending is relatively even throughout the
course of the fiscal year, the General Funds typically take in
more revenue in the last-half of the fiscal year than in the
first-half.  Because of this seasonal mismatch, the end-of-
year available balance is not only needed to finance lapse
period spending, but also to serve as an operating cushion to
allow the uninterrupted flow of payments due to the uneven
flow of state revenue.

The first-half of fiscal year 2001 illustrates this point.
Although the state ended the year with a record end-of-year
General Funds cash balance ($1.517 billion) and a record
high budgetary balance ($777 million), spending demands
during the first six months of fiscal year 2001 outpaced rev-
enue.  As a result, the General Funds cash balance dropped
to only $294 million by the end of December - the lowest
end-of-month cash balance since March 1997.

By starting with an adequate cash balance, payments can
flow out of the State Treasury without interruption.
Although the daily balances tend to fall during the first-half
of the fiscal year, this trend is reversed in the spring when
revenues come in faster than spending.  The net result is a
rebuilding of the balance in the last quarter of the year, which
(hopefully) leaves the fund balances in a position to accom-
modate the cash flow needs of the funds at the start of the
next fiscal year.

Contingency Reserve.  Cash flows and lapse period spend-
ing are elements of state finance that can be reasonably antic-
ipated and supported through the planned use of the avail-
able balance.  However, prudent financial management calls

for a plan for dealing with the unexpected.  Recessions can
hit the state by both reducing revenue while increasing
spending pressures.  In addition, court decisions can result in
unplanned spending (for example, additional caseworkers
for the Department of Children and Family Services) or in
the loss of revenue (disallowance of the insurance privilege
tax).  In other instances, changes in federal laws or regula-
tions can have a negative impact on state finance.

Since Illinois has not had a functional “Rainy Day” fund, the
end-of-year available balance has had to serve as the state’s
cushion against unexpected expenses and shortfalls in rev-
enue, in addition to covering lapse period spending and cash
flow problems at the start of the fiscal year.  

The available balance at the end of fiscal year 2000 seems a
large sum of money, especially in comparison with the size
of the end-of-year available balances that the state saw
through most of the 1990s.  However tempting it may be to
look at the $1.517 billion as a surplus, it must be remem-
bered that the end-of-year balance serves several functions
and that a surplus, if any, exists only after the needs of each
of these functions has been met.

Illinois has had budgetary surpluses in the past, but surplus-
es have been temporary phenomena, evaporating as quickly
as they have appeared.  In fact, since 1976 there have been
budgetary surpluses in only 3 other time periods.  And each
time within two years, the state was in serious financial
shape due to the economy and the budgetary practices of
state government.  

The current period of good financial fortune has already out-
lasted any other such period in nearly 25 years, but will the
string of four consecutive budgetary surpluses continue?
The answer lies with the economy and the decisions of state
policy makers.  While economic cycles are largely beyond
the influence of state government, taxing and spending deci-
sions are not.  Although economic cycles can be long, and
their impact dramatic, they seldom permanently change the
fiscal landscape.  Fiscal policy decisions, however, tend to
have much more pronounced long-term impacts.  Tax relief
efforts of the 1970’s and 1980’s, for example, permanently
reduced the state’s tax base, usually at inopportune times.
Likewise, spending decisions, only some of which have been
dictated by the courts or the federal government, have per-
manently increased the state’s spending base.

Over the years, this combination of reduced tax base,
increased spending base, and the ever-present economic
cycle have resulted in feast or famine budgets.  During the
feast, there is enough for everybody.  But during the famine,
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Fiscal ClimateFiscal Climate  concluded

Illinois has resorted to a variety of tactics to get back on
track — temporary tax increases, permanent tax increases,
inter-fund borrowing, inter-fund transfers, short-term bor-
rowing, and extended payment delays.  These experiences
make it increasingly important that any apparent surplus be
examined carefully before deciding how to use it.

It is easy to get used to the kind of fiscal flexibility afforded
by the current economic environment.  But the good fortune
may not last forever.  Actions that reduce the state’s revenue
base or permanently raise the spending base must be taken
with caution.  Because such actions have a cumulative
effect, it will not necessarily take a recession to push Illinois
over the financial edge.  It may only take a period of slower
economic growth accompanied by slower revenue growth.  

Rainy Day Fund

Although the state’s fiscal condition is strong, nagging con-
cerns remain about whether the state is adequately prepared
to deal with the next financial cycle.  One lesson to be learned
from the difficulties of the early- to mid-1990s is that it is
easy to stumble into a fiscal crisis.  Another is that it is far
more difficult to dig out of the budgetary hole.

In a perfect world, revenue estimates and economic forecasts
would be completely accurate and program liabilities would
be easily controlled and known well in advance.  In the real
world, however, no system of estimating revenues and liabil-
ities is perfect.

Obviously, no one wants to see the economy turn sour, but in
and of itself, an economic slump is not the problem.  The real
problem is missing the slump in the forecast in the first place.
If economic conditions occur as anticipated, the budget will
still be sound, even in the middle of a recession.

The state entered the economic slowdown of 1991 with rela-
tively high General Revenue Fund balances and no payment
delays, yet state government was totally unprepared for what
was to come.  Over the next two years, state finances went
from bad to worse with record low balances, lengthy pay-
ment delays and record high lapse period spending before
beginning to improve toward the end of fiscal year 1993. 

It has taken eight consecutive years of budgetary improve-
ment to bring the state to its current financial footing.
Although Illinois ended fiscal year 2000 in relatively sound
financial shape, it is still unprepared for another economic
downturn.

One of the methods used by states to build financial reserves
to deal with the unexpected is to establish rainy day (or budg-

et stabilization) funds.  Although the formulas used to deter-
mine deposits into and withdrawals from budget stabilization
funds vary widely among the states, each has a common
objective.  During times of economic growth, revenue is set
aside in these funds with the express purpose of providing a
cushion to help states weather temporary fiscal emergencies.
These states are simply following the common sense practice
of putting money aside when revenue growth is healthy to
help tide the state over during years of poor revenue growth.

By establishing reserves, rainy day funds provide more
assurance that a budget plan can be accomplished and
enhance budget stability.  The existence of reserves reduces
the likelihood that unexpected mid-year budget cuts will be
needed and reduces the magnitude of such cuts if they cannot
be avoided.  Rainy day funds also provide a formal plan for
dealing with revenue shortfalls rather than forcing ad hoc
methods such as across the board appropriation cuts, delays
in spending, or deferrals of obligations.  In other words, rainy
day funds do not take the place of budgetary discipline, they
only provide the time necessary to make reasoned choices.

A rainy day fund can also serve as what economists call an
automatic economic stabilizer.  Revenues can be deposited
into the fund during periods of strong economic growth and
reinjected into the economy when an economic downturn
causes revenues to lag.  

In addition, a rainy day fund might reduce the interest the
state pays on its bond issues.  Bond rating agencies consider
states with effective mechanisms for building financial
reserves to be exhibiting fiscal discipline and preparedness
for dealing with economic downturns.  Although Illinois’
bond ratings have been upgraded in recent years, analysts
caution that the state’s lack of reserves should be monitored
closely.

Until recently, Illinois was the only major industrial state
without some sort of budget stabilization fund.  During its
spring 2000 legislative session, the General Assembly enact-
ed rainy day fund legislation.  In order to serve its intended
purpose, however, such a fund must have sufficient resources
available and access to those resources.  Unfortunately,
Illinois’ budget stabilization fund has neither.  At the same
time the fund was established, legislation was enacted pro-
viding for a one-time transfer of leftover money from the
state’s Tobacco Settlement Recovery Fund after June 30,
2001.  That amount is yet to be determined, but assuming
there are no more appropriations from the Tobacco
Settlement Recovery Fund during fiscal year 2001, there
could be about $175 million available for transfer.
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The Illinois Office of Comptroller continues to make it a prior-
ity to expand governmental accountability and financial report-
ing beyond financial data into the area of the performance
measurement. This effort will improve the accountability of
state governmental agencies to the public they serve by making
sure that state resources are used efficiently and effectively to
accomplish the purposes for which they were appropriated.
This section of the CAFR contains reports that summarize the
results achieved by programs administered by 40 of the largest
state agencies.

The format for these reports is Service Efforts and
Accomplishments (SEA) reporting as ordained by the
Governmental Accounting Standards Board (GASB), the
agency designated to set standards for financial reporting by
state and local governments. The goal of SEA reporting is to
improve financial reports by linking the usual financial infor-
mation with the performance (or results) of government pro-
grams. SEA reporting reviews “service efforts” - the financial
and other resources allocated to programs - and “accomplish-
ments” - quantifiable measurements of how well the programs
have performed their missions. Recognizing the incomplete-
ness of traditional financial reporting, the GASB is promoting
experimentation by governments under their purview before
issuing standards on SEA reporting. Through the Office of the
Comptroller, Illinois has been designated by the GASB as an
official “experimentation site” for SEA reporting.

Reading the Public Accountability Report
Building on prior years’experience, the fiscal year 2000 Public
Accountability Report uses a slightly revised format, incorpo-
rating objectives into the agency reports. Each SEA report
summarizes a state program and is composed of two sections.

1. The first part lays out the purpose and aims of the program,
giving the reader a simple understanding of the program
through:

➤ A mission statement that gives a brief description of
the purpose of the program;

➤ Goals or broad statements of the overall outcomes that
the program was designed to accomplish; and 

➤ Objectives that provide measurable targets describing
the results that the program is expected to accomplish
in the short term.

2. The second section is a table containing data on the pro-
gram’s results or accomplishments, including:

➤ Outcome indicators or measures of how well the pro-

gram has addressed the stated goals;

➤ Output indicators or activity measures, generally pre-
senting the number of items or services produced;

➤ Input indicators that measure the “effort” put into the
program usually measured by actual expenditures and
staffing; and

➤ Efficiency/cost-effectiveness indicators, which are
measurements of costs per unit of outputs or outcomes.

Both outcome and efficiency/cost effectiveness Indicators may
also include “external benchmarks” or comparisons to similar
programs in other states (or a national or regional average).

The Goals of Public Accountability

The Public Accountability Report for fiscal year 2000 expands
the coverage of the report to 40 (from 19 in fiscal year 1999) of
the largest agencies in state government, including higher edu-
cation. Our report offers information beyond the typical finan-
cial data on the programs administered by these agencies and
raises important questions about what State government is and
is not accomplishing.

In broad terms, the Public Accountability Project seeks to:

• Make State government more result-oriented.State
agencies should be judged on what they are accomplishing,
rather than merely on the volume of their activities. SEA
reporting enables agencies to measure the effectiveness of
the services they provide to taxpayers and to gauge how
their outcomes and efficiencies have changed over time and
how they stack up against other entities offering the same
services.

• Increase public awareness of the effectiveness of State
government programs.Budget and financial information
have traditionally been available. Information about the
success or failure of certain services or programs is made
public from time to time on a piecemeal basis. The Public
Accountability Report aims to make comprehensive infor-
mation about the results of state government programs
available to the public and government decision-makers on
an annual basis - in a simple, understandable format. 

• Facilitate informed decision-making on the allocation of
State resources.A comprehensive review of the results
attained by state government programs can bring about an
approach to budgeting that allows programs to be judged by
the results they produce. SEA reporting reveals whether a

The Public Accountability ProjectThe Public Accountability Project
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program is performing up to expectations as laid out in its
mission and goals. Also, by comparing its resources and
results to similar programs in other states or a national aver-
age (external benchmarking), SEA reporting can provide
guidance as to whether our programs are performing up to
standard and whether additional resources are warranted or
necessary.

• Increase public accessibility to information on state govern-
ment programs. Accountability is impossible unless the
public receives lucid information on the activities of gov-
ernment and then can avail themselves of opportunities to
have input into decision-making. This report attempts to
meet this need. Other avenues for both disseminating infor-
mation and collecting input need to be explored. The Illinois
Office of the Comptroller encourages all citizens to make
suggestions for improving the report. The Public
Accountability Report is available at the Comptroller’s web
site: http://www.ioc.state.il.us.

Explanatory Notes
Validity and reliability of SEA information. The Illinois
Office of the Comptroller has made every effort to obtain and
report valid and reliable SEA information. However, no
attempt has been made to verify or reconcile reported expendi-
tures or performance data. None of the reported performance
data have been audited, nor do they fall within the scope of the
audit opinion. The information provided has been reported or
submitted by each agency unless explicitly noted otherwise.
The verifiability and
reliability of reported
performance data
remain a challenge for
SEA reporting.

Reporting standards.
SEA reporting remains
in its experimental
stages to the extent that
no uniform standards
have yet been instituted
for its application.
(Illinois has been desig-
nated as an “experimen-
tal site” by GASB.)
Therefore, at present, no
generally accepted stan-
dards have been set for
this type of reporting.
However, SEAreporting
is now in its fourth year

in Illinois, and reporting by state agencies to the Office of the
Comptroller has become established over the last two years.
The evolutionary process of performance reporting in Illinois is
a part of the larger national process for setting standards in the
future involving local and state governments as well as the fed-
eral government.

Currency of Performance Data. Please keep in mind that,
while the figures on spending are current, data collection and
reporting on the results or outcomes of government programs
often take months or years. Thus, some of the results reported
here do not correlate to the year of spending; they do, however,
provide a reflection of what our programs are accomplishing.

Service Efforts and Accomplishments for Fiscal
Year 2000
The Public Accountability Report contains detailed perform-
ance reviews of dozens of state programs administered by forty
of the largest state agencies. The following summary looks at
service efforts and accomplishments in the aggregate and sup-
plies the reader with an outline of the report along with a sam-
ple of the information that is available here.

The Public Accountability Report separates state agencies into
the same program areas that the Governor uses in laying out his
budget. Those are:

✓ Human Services

✓ Government Services

FY 1999 FY 2000
Program Area FY 2000 % of Budget % of Budget

Human Services/Public Health $12,720.2 34.3% 33.4%

Government Services $9,758.8 25.2% 25.7%

Education $8,540.7 23.3% 22.5%
  Elementary and Secondary Education $6,266.5 16.9% 16.5%
  Higher Education $2,274.2 6.3% 6.0%

Economic Development and Infrastructure $4,506.6 10.5% 11.8%
  Economic Development $1,232.9 2.9% 3.2%
  Infrastructure (Transportation) $3,273.7 7.6% 8.6%

Public Safety $1,699.4 4.6% 4.5%

Environment & Business Regulation $814.2 2.1% 2.1%
  Environment $664.3 1.7% 1.7%
  Business Regulation $149.9 0.4% 0.4%

                   Total

FY 1999

$11,789.9

$8,632.9

$7,981.2
$5,802.2
$2,179.0

$3,617.3
$1,012.0
$2,605.3

$1,574.6

$729.0
$585.3
$143.6

$34,324.9 $38,039.9 100.0% 100.0%

*All funds, appropriated accounts only.

Ranking Illinois' Efforts: Expenditures by Program Area*
($ in millions)
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✓ Education
✓ Economic Development and Infrastructure
✓ Public Safety
✓ Environment and Business Regulation

Each section of the report begins with aggregate indicators of
the efforts and accomplishments of the various programs that
comprise that program area.

Service Efforts. Service efforts are measured by the expendi-
tures and the number of staff used on a program. The following
table ranks, in terms of expenditures, the efforts of the State of
Illinois in the program areas cited above. More information on
the spending and staffing of state agencies and programs is
available in the full report.

In fiscal year 2000, Human Services/Public Health continued to
rank as the largest sector of spending in the Illinois State budg-
et, followed by Government Services and Education.

Nonetheless, Human Services/Public Health spending declined
as a percentage of the total budget, as did spending for
Education and Public Safety. Illinois’efforts, in terms of expen-
ditures, increased for Economic Development and
Infrastructure and increased slightly for Government Services.
Spending on Environment and Business Regulation remained
level as a percentage of the total budget.

Accomplishments.What was accomplished with the efforts
and resources allocated to these various program areas? This
part of the report reviews some of the big-picture outcomes that
state programs are established to affect. By no means can state
government efforts alone control these outcomes, but the
results in these areas, particularly compared to other states or
national averages, provide an important perspective on where
we stand and where more or different efforts are needed. The
individual SEA reports of the state agencies in the body of this
report give a more detailed look at how our state programs are
functioning.
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Human Services/Public Health
➤ Efforts

This part of the budget is comprised of 11 agencies, including the Departments of Public Aid, Human Services, Children and Family
Services, Public Health and the Department on Aging. These agencies administer numerous programs that deliver a variety of med-
ical and social services to those in need.

➤ Results
Human Services

The above graphs provide an indication of the results Illinois has achieved in two areas of Human Services. First, after peaking in
December of 1994, the number of cases receiving Temporary Assistance to Needy Families has declined steadily, but appears to
have leveled off in the last six months of fiscal year 2000. Meanwhile, the number of cases of child abuse and neglect have also
declined over the five years ending in 1999 (the most recent period for which data are available), as have the number of deaths due
to child abuse and neglect.

Public Health

In the area of Public Health, general indicators show a trend of decline in infant mortality in the 1990’s, with a leveling-off in the
most recent three years. Nonetheless, the infant mortality rate for African-Americans remains substantially higher than that for the
rest of the population. Similarly, life expectancies, while comparable to the national average, were substantially lower in the black
population.

 
 FY 1999 FY 2000                        $ Change % Change 
  ervHuman S ices/

Public Health 
$11,789.9   $12, 720. 2     $930.3 8.0% 

($ Millions)
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Government Services

➤ Efforts

Government Services include aspects of state government operations that, while necessary, do not involve providing services direct-
ly to the public. Expenditures in this program area, incorporate amounts for the legislative and judicial branches as well as the state’s
Constitutional officers - all of whom share responsibility for the management of the state’s financial resources, including the state’s
general funds, from which 60 percent of state programs are financed.

➤ Results

The graphs show results in three areas. Voting among the eligible population declined, but remained ahead of turnout nationally.
The Lottery experienced a slight decline in ticket sales and transfers to the state’s Common School Fund. The last graph compares
a key indicator of the financial health of Illinois’ general funds - its balance as a percent of general funds revenue using Generally
Accepted Accounting Principles (GAAP) - with those in Michigan, Ohio, and Pennsylvania, three other industrial states of similar
size. While Illinois’ balance (and its financial condition) improved each fiscal year since 1993, it did not rise out of the red and
began to deteriorate again in fiscal years 1999 and 2000. Meanwhile, Michigan, Ohio, and Pennsylvania built substantial balances
through the use of Rainy Day funds and other means. (Michigan’s figures for the fiscal year are not yet available.) The GAAP bal-
ance is the only measure of a state’s financial condition the can provide accurate state-to-state comparisons.

 FY 1999 FY 2000                        $ Change % Change 
  $8,632.9   $9,758.8     $1,125.9 13 % Government Services

($ Millions)
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Education
➤ Efforts

Education includes both elementary and secondary education, administered by the State Board of Education, and higher education,
including the Board of Higher Education and the nine state universities, the Illinois Community College Board and the various com-
munity colleges, and the Illinois Student Assistance Commission.

➤ Results
Elementary & Secondary Education

The measures here give an indication of the state’s performance in ele-
mentary and secondary education. Illinois ranked above average in the
percentage of the population over age 25 who have achieved a high
school degree, and compared very favorably to other states in produc-
ing high-scoring high schoolers. Nonetheless, a significant portion of
our grade school students remained below state standards in reading.

Higher Education

The first graph demonstrates the worth in Illinois of varying degrees of higher education in terms of lifetime earnings - from
$250,000 to nearly $2 million over the course of a lifetime.  The second graph shows how Illinois compared to other states in the
percentage of adults earning a college degrees.

 
($ millions) FY 1999 FY 2000                        $ Change % Change 
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Economic Development & Infrastructure (Transportation)
➤ Efforts

Economic Development and Infrastructure comprises those agencies charged with promoting the economic welfare of the state,
including the Departments of Commerce and Community Affairs, Employment Security, and Agriculture. It also includes the
Illinois Department of Transportation (IDOT), which maintains the state’s highway system and provides grant support for public
transportation systems and rail transportation.

➤ Results
Economic Development

Three measures of Illinois’ economic health indicate that the state has
done well in recent years, despite lagging the national averages in person-
al income growth. Employment levels continued to rise and unemploy-
ment rates continued to fall through 1999. Poverty rates also decreased
and remained below the national rate. Illinois’ growth in personal income,
while strong through mid 2000, lagged the national rate of growth.

Infrastructur e (Transportation)

In fiscal year 2000, IDOT’s rating of the state highways indicates that 59.2% of our roads were in excellent or good condition,
31.2% were fair, and 9.6% were in poor condition. Meanwhile, the number of fatalities on all Illinois roads increased slightly in
1999 after decreasing the previous few years. The last graph shows that ridership on Illinois’ public transit systems has been on the
rise in recent years.

 
($ Millions) FY 1999 FY 2000                        $ Change % Change 

Ec Dev & Infrastructure
Economic Development
Infrastructure
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Source: Bureau of Economic Analysis.
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Public Safety
➤ Efforts

The vast majority of the resources in Public Safety are used for law enforcement (the Department of State Police) and the correc-
tional system (the Department of Corrections). Other agencies are the Department of Military Affairs, the Office of the State Fire
Marshal, the Department of Nuclear Safety, and the Liquor Control Commission.

➤ Results

The first two graphs demonstrate the recent
decline in both violent crimes and property
crimes statewide. The outline of the state shows
the variance in the violent crime rate in the dif-
ferent geographic regions. 

 
($ Millions) FY 1999 FY 2000                        $ Change % Change 

Public Safety  $1,574.6  $1,699.4     $124.8 8%  
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Environment & Business Regulation
➤ Efforts

Environment and Business Regulation represents a diverse set of agencies that administer environmental programs (the
Environmental Protection Agency and the Pollution Control Board), manage parks and natural resource preservation (the
Department of Natural Resources), and regulate various types of business, such as banks and other financial institutions, insurance,
utilities, and horse racing. This program area also includes the Department of Professional Regulation, which licenses the various
professions, including doctors, architects and engineers, and accountants.

➤ Results

This section focuses on the environmental results
reported by the EPA. Air quality improved, as evi-
denced by the days of good or moderate air quality
reported in the Chicago and Metro-East areas, the two
regions of the state where the air has been substandard.
EPA is also reporting improvement in the condition of
Illinois’ river and streams and in the progress made in
the number of communities whose drinking water
meets health standards.

($ millions) FY 1999 FY 2000                        $ Change % Change 
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Community Water Supplies Compliant

With Health Requirements
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